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February 23,2015

Supervisor Michael D. Antonovich, Mayor
Supervisor Hilda L. Solis
Supervisor Mark Ridley-Thomas
Supervisor Sheila Kuehl
Supervisor Don Knabe

FROM: John Naimo
Auditor- ler

SUBJECT: CHILD CARE RESOURCE CENTER - A DEPARTMENT OF PUBLIC
SOCIAL SERVICES CALWORKS STAGE ONE CHILD CARE
SERVICES PROGRAM PROVIDER CONTRACT COMPLIANCE
REVIEW

We completed a contract compliance review of Child Care Resource Center (CCRC or
Agency), which covered a sample of transactions from Fiscal Years (FY) 2012-13 and
2013-14. The Department of Public Social Services (DPSS) contracts with CCRC, a
non-profit organization, to operate the CaIWORKs Stage One Child Care Services
(Stage One) Program, which helps families access immediate, quality, and affordable
child care as they move through their Welfare-to-Work activities.

The purpose of our review was to determine whether CCRC appropriately accounted for
and spent Stage One Program funds to provide the services outlined in their County
contract. We also evaluated the Agency's accounting records, internal controls, and
compliance with their contract and other applicable guidelines.

DPSS paid CCRC a fixed monthly fee of $39,333, and a negotiated monthly rate of
$160 per participant to fund Stage One Program operating costs. The contract requires
the Agency to return or reinvest any unspent revenue. ln addition, once a participant
chooses a child care provider, CCRC develops a rate agreement, and pays the child
care provider directly. DPSS reimburses CCRC for these costs at the rates specified in

the contract. The rates vary based on the needs of the participant. DPSS paid CCRC
approximately $33 million during FYs 2012-13 and 2013-14. CCRC provides services
to residents of the First, Third, Fourth, and Fifth Supervisorial Districts.
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Results of Review

CCRC provided services to eligible participants and child care providers, recorded and
deposited DPSS payments timely, and Agency staff had the required qualifications.
However, the Agency did not always comply with all of their County contract
requirements. Specifically, CCRC:

Billed the Stage One Program $37,137 in rent, utilities, and maintenance
expenditures for two facilities that were not used for the Stage One Program.

a

a

CCRC's attached response indicates that they agree to repay DPSS for the
u n al lowabl e faci I ity expe n d itu res.

lnappropriately allocated $34,010 in payroll and non-payroll expenditures to the
Stage One Program based on unallowable or unsupported methods.

CCRC's attached response indicates that they agree to review the expenditures
charged to the Stage One Program during FY 2013-14 in the areas where there are
questioned costs. CCRC did not agree to reallocate all expenditures charged to the
Stage One Program during the contract term because the Agency indicated that this
would take a significant amount of staff's time and effott. However, CCRC's
management acknowledged that they used the same methodology to allocate other
expenditures to the Stage One Program during the contract term. Therefore, CCRC
will need to reallocate all expenditures charged to the Stage One Program during the
contract term, provide DPSS with supporting documentation, and repay any
overbilled amounts.

Details of our review, along with recommendations for corrective action, are attached

Review of Report

We discussed our report with CCRC and DPSS in December 2014. CCRC's attached
response indicates general agreement with our findings and recommendations. DPSS
will work with CCRC to ensure that our recommendations are implemented.
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We thank CCRC management and staff for their cooperation and assistance during our
review. lf you have any questions please call me, or your staff may contact Don
Chadwick at (213) 253-0301.

JN:AB:DC:AA:Pn

Attachments

c: Sachi A. Hamai, lnterim Chief Executive Officer
Sheryl L. Spiller, Director, DPSS
Edward Hill, Esq., Board Chair, CCRC
Michael Olenick, President and Chief Executive Officer, CCRC
Public lnformation Office
Audit Committee



Attachment I

CHILD CARE RESOURCE CENTER
CALWORKS STAGE ONE CHILD CARE SERVICES PROGRAM

CONTRACT COMPLIANCE REVIEW
FtscAL YEARS 2012-13 AND 2013-14

ELIGIBILITY

Obiective

Determine whether Child Care Resource Center (CCRC or Agency) provided services
to individuals who met the CaIWORKS Stage One Child Care Services (Stage One)
Program eligibility requirements, and whether the child care providers were eligible to
provide Stage One Program services.

Verification

We reviewed the case files for 30 (2/") of the 1,435 participants who received services,
and 30 (2/") of lhe 1 ,202 child care providers who provided child care during May 2014
for documentation to confirm the participants' eligibility to receive and the providers'
eligibility to provide Stage One Program services.

Results

CCRC had documentation to support all 30 participants' eligibility to receive and all 30
providers' eligibilíty to provide Stage One Program services.

Recommendation

None.

PROGRAM SERVICES

Obiective

Determine whether CCRC provided the services required by their County contract and
Stage One Program guidelines, and whether the Program participants and child care
providers received the billed services.

Verification

We reviewed the case files for 30 (2/") of the 1 ,435 participants who received services,
and 30 (2/") oÍ lhe 1,202 child care providers who provided child care during May 2014.
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Results

The case files for the 30 participants and 30 child care providers reviewed had
documentation to support that CCRC provided services in accordance with their County
contract.

Recommendation

None.

STAFFING OUALI FICATIONS

Obiective

Determine whether CCRC's staff had the qualifications required by their County
contract.

Verification

We reviewed the personnel files for ten (9%) of the 107 CCRC staff who worked on the
Stage One Program.

Results

CCRC's ten staff reviewed had the qualifications required by their County contract.

Recommendation

None.

CASH/REVENUE

Obiective

Determine whether CCRC properly recorded revenue in their financial records,
deposited cash receipts into their bank account timely, and that bank account
reconciliations were reviewed and approved by Agency management.

Verification

We interviewed CCRC's management, and reviewed their financial records and March
201 4 bank account reconciliations.

AUDITOR-CONTROLLER
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Results

CCRC properly recorded revenue in their financial records, deposited Department of
Public Social Services (DPSS) payments into their bank account timely, and Agency
management reviewed and approved bank account reconciliations.

Recommendation

None.

EXPENDITU RES/COST ALLOCATION PLAN

Obiective

Determine whether expenditures charged to the Stage One Program were allowable
under their County contract, properly documented, and accurately billed. ln addition,
determine whether the Agency prepared their Cost Allocation Plan (Plan) in compliance
with their County contract, and used the Plan to allocate shared expenditures
appropriately.

Verification

We interviewed CCRC's personnel, and reviewed their Plan, and financial records for
ten direct provider payments, totaling $9,007, and 12 non-payroll expenditures, totaling

$70,918, that the Agency charged to the Stage One Program during Fiscal Year (FY)

2013-14.

Results

CCRC prepared their Plan in compliance with their County contract, and appropriately
charged $9,007 (100%) in direct provider payments to the Stage One Program.
However, CCRC inappropriately charged $42,169 (59%) of the $70,918 in non-payroll
expenditures reviewed to the Stage One Program. We also expanded our sample, and
noted an additional $27,087 in unallowable facility expenditures. Specifically, CCRC:

Billed the Stage One Program $37,137 in rent, utilities, and maintenance
expenditures for two facilities that were not used for the Stage One Program.

lnappropriately allocated $32,119 to the Stage One Program for shared
expenditures based on unallowable or unsupported methods.

AU DITOR-CONTROLLER
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Recommendations

Ch¡ld Care Resource Center management:

1. Reallocate all expenditures charged to the Stage One Program during
the contract term, provide the Department of Public Social Services with
supporting documentation, and repay any overbilled amounts.

2. Ensure that all expenditures charged to the Stage One Program are
allowable, properly documented, and accurately billed.

3. Repay the Department of Public Social Services $37,137.

PAYROLL AND PERSONNEL

Obiective

Determine whether CCRC charged payroll costs to the Stage One Program
appropriately, and maintained personnel files as required.

Verification

We traced the payroll costs for ten employees, totaling $11,847 for May 2014, to the
Agency's payroll records and time reports. We also interviewed staff, and reviewed
personnel files for ten CCRC Stage One Program staff.

Results

CCRC maintained personnel files as required. However, CCRC inappropriately
allocated $1,891 (160/o) of the $11,847 in payroll costs reviewed to the Stage One
Program. Specifically, CCRC inappropriately allocated the payroll costs for three
employees who worked on County and non-County Programs based on estimates,
projections, and outdated information, instead of actual conditions as required.

Recommendation

Refer to Recommendations 1 and 2

CLOSE-OUT REVIEW

Obiective

Determine whether CCRC had any unspent revenue for the Stage One Program for FY
2012-13.

AU DITOR-CO NTR OLLER
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R nter

Verification

We traced the total revenues and expenditures from CCRC's FY 2012-13 close-out
report to the Agency's accounting records, and to DPSS' payment records.

Results

CCRC's accounting records and DPSS' payment records indicated that they had
$56,239 in unspent revenue for FY 2012-13. The Agency submitted a disposition plan
to DPSS for approval as required. However, CCRC needs to revise their accounting
records based on our recommendations above, provide DPSS with a revised close-out
report for FY 2012-13, and work with DPSS to return or reinvest any unspent revenue.

Recommendation

4. Ch¡ld Care Resource Center management revise their accounting
records based on our recommendations above, provide the Department
of Public Social Services with a revised close-out report for Fiscal Year
2012-13, and work with the Department of Public Social Services to
return or reinvest any unspent revenue.
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Child Care
Resotrrce Center'"
tlllnlíty 5rl¡e¡rort l)cvclo¡:trtorrl "lidr¡r¡Tío¡r

Jarrlrat'y l-5, 2015

M r. Jolrn Nainrn, A¡-rd itor-Controller
Courrty of I os Angeles
Dcpartrrr ent of Ar-¡cl itor Co ntro llcr
Countywide Contract Morì itor¡n g Division
35O .Sorrth Figueron ,Street, Bth Floor
Lcs Angeles, CA 90071"

RË: Response to Auditor-Controller's {AC) Decemlrer ì-7, 2014 Report on Results of ALrdit clf
Child Carc R<¡sr¡t.¡rçc Ccntcr/s (CC:Rü) ,Stagc il. Contraçl with DPSS Coverin¿¡ llisc;¡¡l Ycar.:;

201"2"1"3 ancl 2013-1"4

Dear Mr. N.lirt,to:

We are pleased to learn ttrat based upon Auditor-Controller's contrâtt cr:rnpliance review oI
CCRC ceivcrinß two fi:;cal year"s (FY), in tlre areas of eligibility/ program service.s,
stirffirrg/qr"ralifical.ions;rncl cash/reví:ntr(1, wLì ¿ìr6ì in r:or;r¡rlianc* wil"l"l all rr,rquircrn('ìnts.

Wc wor¡ld lilce to tal<e this opportunity to conlmerrt ón our overall ex¡rerÍence with the
rcvicw/audit process. We nrade it a priorityto res¡:ulrcl to AC's request for inforrrratiorr and
questìons and fur"¡nci th¿it it rec¡uired a tremendous anrount of slaff's tinre. ltr acldition, staff
continued to work on the review/audit itcnrs wcll past AC's l¿st day on sitc inclueling aclclressing
new audit questions posed by AC which atîected staff's díry-tó-dðy dr,¡ties,

The follr¡wing tahle indicates CCRC's re.çponscì to e¿actr of tf rc¡ AC's rcc;orvrmendatiorts

AC.S RECOMMENDATION CCRC'S RESPONSE

AUDIT I\RHI\: TXPINÞITURËS/EOST ALLOCATION PIAN
1" Rc¡llocate all expenditures charged to the

Stäìgé One Program cluring the contract tenrì/
provirle the Dcpartnrcnt of Public.Social
5e rvices witli sup po rtin¡¡ et ocu m etr tatlr:n, a n d

repåy arry r:verbilled arrounts.

CCRC will review expenelìtr-rre,.; charged to
the Stage óne Program and provide DPSS

witlr s upportin g tlocu m etrtatic;n as

necessary and repay atry overbilled
a¡nr:unts. "[hi.s worl< will take f,rì enormolrs
a¡nor,r¡t of staff's ti¡¡e & effort, As such,
since the questioncd cü$ts pçrtíì¡n to FY

201-3*L4, wc will limit thc review to this FY

¿nd to thc are as whcrc tlr¿:rt are
quest¡oned co.sts,

l,¡r r 1.3,;r¡ ¡':¡ rlir ¡a (llfìr ¿'
'lt,l (.¡0! 3114 t r00
I I | ',f fliìçt lv1lll Strc¡t, lultr) l0tt . srn $clnarclìnö " <.Ar24i)8

Vi¿ i<¡¡'¡illr^ Qìlìr;r:
líI ?ÇrQ ¿,15 U77ö
1,131)7 

^rn.ìrr¡rls¡ 
lìoad " Vict¡tville ' C^ 9.ì392

9;:rr lr rrt;¡rr¿lu \ir¡l1:y I I( .rti(lÛ,rr I( rr
lì I ttlB-71/.1 000
2r)ûf)l Fráìrf c ltrcrtt . {:l)¡ì$\ ¿l)rtlì 

" C^ l)'l 3I I

\.vr*vr.rr:t< I lr -i lt1;

¡\tr t,: krl r,-, Val lty l)i i i c,'.:

ìì.1 6t1-7{39-1 2ü0
2 5t.t Gr;-tilil Cy¡rr:ss Àr:o-nLrr: * P¡lrrxJal¡,: . Cl\ lì Jf 14
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ln the process of reviewing expenditures
charged to the Stage One Program
(procedure described above), we will
ensurrl that these expenditures are
allowable, properly documented and
âccuratel billed

2 Ënsure that all expenditures clrarged to tlre
Stage One Program âre allowable, properly
docurnented, and accurately billed.

We agree to rernit 537,I37 upon receiving
invoice from DPSS. This was an isolated
ìncident that gave rise to the one-time
error of incorrectly allocating cost to the
Stage One Program.

3 Repay the Department of Public Social

services $ll,tll.

AUDIT AREA: PAYROTT AND PERSONNEL

4 Reallocate all expenditures chargeci to the
Stage Onc Program during the contract tertr,
provide the Department of Public Social
Services with supporting docuntentation, and

rcpay any ovcrbilled amor"lnts,

CCRC will review expendìtures charged to
the Stage One Progranr and provide DPSS

with supporting documentation as

necessary and repay any overbilled
amounts. This worl< will take an enormous
ämourìt of staff's time & effort. As such,
since the questioned costs pertain to tY
2OL3-L4 and the support for three staff, we
will limit the work to this FY and to the
methoclolo6y that supported the allocation
of those staff.

6. CCRC will revise our accoutrting records as

a result of completion of work where
necessary as ìdentified above. We witl then
provide DPSS with a revised close-out
report and work with them to return or
rcinvest any unspent rêvenue. This will be
completed by February L5, 20L5.

5. Ensure that all expenditures charged to the ln the process of reviewing expendítures
Stagc One Program are allowable, properly

Child Care Resource Center management
revise their accounting records based on our

Department of Publlc Social Services with a
revised close-out report for tiscal Year 2.OL2-

L3, and worl< with the Department of Public

un5 ent revenue.

documented, and accurately biiled

AUDIT AREA: CLOSE OUT REVIEW

recorn menclations above, p rovlde the

Social Services to return or reinvest any

charged to the Stage One Program
(procedure described above), we will
ensure that these expenditr-rres are
allowable, properly docutnented arrd
accurately billed.
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ln the cl.¡rrent Fy 2014'15, wÊ are completing a review of the support for o¡.¡r allocation
rnethodologies to ensure thatthe information is up to date and represent actual conditions.
This will ensure that costs allocated to the Stage l contract reprêsent the benefits to the
proSrarn.

lf you have any quêstiûns or wauld like additional ínformation, please feel free to contact rne at
B18-717-10?0 or dtrinh@ccrcca.org. We look forward to hearing from you,

Best regards,

Denise Trinh
cFo

cci NVlichaelOlenick, President & CËO, CCRC


